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Message Text 

UNCLASSIFIED 

PAGE 01 TEL AV 04973 141428Z 
ACTION OPIC-06 

INFO OCT-01 NEA-10 ISO-OO EB-08 COME-OO TRSE-00 AID-05 
XMB-04 /034W 

013105 141429Z/43 

P 141130Z APR 78 

FM AMEMBASSY TEL AVIV 

TO SECSTATE WASHDC PRIORITY 2564 

UNCLAS TEL AVIV 4973 

E.O. 11652: N/A 
TAGS: OPICJS 

SUBJECT: PENDING REQUEST FOR OPIC INVESTMENT GUARANTEE BY 
INTRNATIONAL PAPER COMPANY AND UNION CAMP CORPORATION FOR 
THEIR INVESTMENT IN CARGAL LTD. 

1 . EMBASSY HAS ALREADY MADE FOV ARABLE RECOMMENDATION FOR 
APPROVAL OF ABOVE INSURANCE REQUEST IN ITS OM OF 
DECEMBER 15. 1977 BUT WOULD LIKE TO REINFORCE ITS ORIGINAL 
RECOMMENDATION. 

2. CARGAL IS LARGEST U.S. PRIVATE DIRECT MANUFACUTIRING 
INVESTMENT IN ISRAEL. PLANT BURNED DOWN IN SEPTEMBER 1977 AND 
PENDING OPIC INSURANCE REQUEST IS FOR INVESTMENT NEEDED TO 
REBUILD PLANT. SINCE PREVIOUS INVESTMENT WAS ALSO INSURED 

BY OPIC, DISAPPROVAL OF CURRENT APPLICATION MIGHT BE 
INTERPRETED BY GOI AS CHANGE OF PREVIOUS POLICY AND MIGHT HAVE 
SERIOUS DETRIMENTAL EFFECT ON U.S. POSITION IN ISRAEL. 

GOI WOULD PROBABLY FEEL THAT SUCH ACTION SIGNIFIES 
THAT THE USG IS PULLING BACK FROM ITS PREVIOUS SUPPORT OF 
ISRAEL'S ECONOMIC DEVELOPMENT. 

2. ON A STRICTLY ECONOMIC FOCUS, CARGAL INVESTMENT PROVIDES 
CERTAIN BENEFITS FOR BOTH U.S. AND ISRAEL ECONOMIES 
THAT SHOULD BE EMPHASIZED: 

A) CARGAL IS LARGEST PRODUCER OF CORRUGATED CONTAINERS 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 TEL AV 04973 141428Z 

IN ISRAEL WHICH ARE USED MAINLY IN CITRUS FRUITS AND OTHER 
AGTICULTURAL EXPORTS. LACK OF THIS PRODUCTION FORCES IMPORTS 
OF CORRUGATED BOXES FROM OTHER COUNTRIES 
AT HIGHER COSTS; 

B) SOME CORRUFATED BOXES HAVE BEEN EXPORTED FROM ISRAEL AND 
THE NEW PLANT WILL TRY TO DEVELOP FURTHER THESE EXPORTS TO 
THIRD COUNTRIES; 
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C) MOST OF THE MACHINERY FOR THE NEW PLANT WILL BE PURCHASED 
FROM THE U.S.; 

D) THE BULK OF THE PAPERBOARD RAW MATERIAL TO BE 
IMPORTED IS FROM THE U.S. WHILE THE FINISHED BOXES NOW BEING 
IMPORTED ARE FROM NON-U.S. SOURCES. 

4. IN SUMMARY, APPROVAL BY OPIC WOULD ASSIST U.S. EXPORTS OF 
PAPERMAKING MACHINERY AND PAPERBOARD RAW MATERIALS AND AT THE 
SAME TIME ASSIST ISRAEL TO IMPROVE ITS BALANCE OF PAYMENTS WHILE 
MAINTAINING AN IMPORTANT U.S. DIRECT INVESTMENT IN THE 
INDUSTRIAL SECTOR OF ISRAEL. 

LEWIS 


UNCLASSIFIED 
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